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All values in million US$ Exchange rate as of 5/10/75 
unless otherwise stated US$1.00 = AS 16,602/ unless 
otherwise stated 


KEY ECONOMIC INDICATORS 
A B Cc p*/ ge’ | 
Item 19732/ 19748/- 19758/ Ss & Rate of 
cumul, Change Growth © 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices (12/75) 27,223¢/ 33,0009/ 41,880b/ + 12,50/ 
GNP at Constant(1964)Prices(12/75) 18,193S/ 19,9149/ 22,982b/ + 2,5b/ 
Per Capita GNP, Current Prices 
(12/75) $3,644C/ $4,4209/ $5,6032/ + 12,60/ 
Plant & Equipment Investment 
(Constant 1964 Prices) (12/75) 5,452¢/ 5,7789/ 6,538b/ 
Indices: 
Industrial Production, excl. 
electricity(1964=100) (2/75) 173.32 181.597 166,24/ 
Avg. Industrial Productivity 
(1964=100) (12/74) 159.6 169,99 nwa, 
Avg. Industrial Earnings(1953=100) 
(11/74) 492.2 563.7 
Employment (1,000s) (1/75) 2,608 2,657 
of which foreign workers(1,000s) 226 218 
Avg. Unemployment Rate(%) (1/75) 1.6 1.5¢/ 


MONEY AND PRICES 


Money Supply (2/75) 5,528 6,102 

Credits (2/75) 14,432 17,308 

Savings (2/75) 12,391 

Public Debt Outstanding (12/74) 3,2859/ 
External Debt (12/74) 7229/ 
External Debt Service Ratio 

(12/74) (%) 1.19 na. 

Central Bank Rate (4/75) 6.52/ 6.0f/ 

Indices: 
Retail Turnover (1973=100)(12/74) 113,587 Nea. 
Wholesale Price(1964=100) (3/75) 147.8 155.5 
Consumer Prices(1966=100) (3/75) 150.8 159.7 
Construction Costs(1945=100) (2/75) 3,447 3,791 


BALANCE OF PAYMENTS AND TRADE 
Gold & For.Exch.Reserves ( 2/75) 2,370 2,750 
Balance of Payments ( 2/75) - 60 + 300 
Net Tourist Receipts ( 2/75) +1,398 199 
Balance of Trade ( 2/75) -1,869 - 546 
Exports, FOB ( 3/75) 7,135 1,882 
U.S. Share ( 3/75) 249 
Imports, CIF ( 3/75) 9,004 
U.S. Share( 3/75) 259 
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for footnotes see following page 





Main Imports from U.S, (1974): metric tons/$million 
(AS 18,69 = US$1.00) 


Non-electrical machinery, excluding office machines, 7,151/34.8; 
Electrical machinery & equipment, 1,107/17.4; Basic chemicals & 
compounds, 22,121/17.3; Paper pulp & waste paper, 43,000/17.3; 
Office machinery, 319/15.7; NF-metal ores, 4,447/13.3; Vehicles, 
2,270/12.0; Feedstuffs, 45,536/11.8; Plastic materials, 4,609/7.1; 
Photographic materials, other than cameras, 833/7.1; Raw tobacco, 
2,068/5.9. 


Footnotes: 

*/ C/same cumulative portion of B and data converted from AS values. 

**/ Avg. growth rate for period indicated measured on annual basis of 
current year to date, 


Unless otherwise indicated, the above statistics were converted at the 
following rates: US$1.00 = AS 19,59 in 1973 

AS 18,69 in 1974 

AS 16.60 in 1975 (Jan - March average) 


tentative estimate, 
revised 
preliminary 


Due to statistical revisions of unemployment statistics as of March 1974, 
unemployment rate not readily comparable with corresponding data of prece- 
ding periods, 


Effective November 28, 1972: 5.5%; effective May 15, 1974: 6.5%; 
effective April 24, 1975: 6.0%. 


New series introduced July 1974, Statistics not readily comparable with 
those of preceding periods, 


Sources: 


Central Statistical Office, Austrian Institute for Economic Research, 
Austrian National Bank, Austrian Finance Ministry. 





SUMMARY 


The Austrian economy, after enjoying a seven-year boom, has begun 
to slow down, Although the growth rate last year was 4.5%, the 
economy began to decelerate around mid-1974. Foreign demand 
declined due to recessionary trends in other major Western econ- 
omies, This decline was accentuated in some markets by unfavorable 
exchange rates vis-a-vis the Austrian schilling. In addition, 
developments abroad have generated an atmosphere of uncertainty 
within Austria which have made firms and consumers more cautious 
in their buying and investment plans. While some firms which 
depend heavily on exports have been hard hit, other sectors, 

such as machinery manufacturing and tourism are doing well, 


The economy will probably remain slack through the end of the 
current year, The growth rate for 1975 is now projected at 2.5%, 
considerably below the 5 to 6% growth rate Austrians have become 
accustomed to in the past half-dozen years. To stimulate the 
economy, the government has shifted gears, relaxing its anti- 
inflationary measures and resorting to steps to encourage invest- 
ment and exports, Price pressures under the impact of weakening 
demand appear to be abating. Hopes are that inflation can be kept 
to 9% this year, Unemployment remains negligible, and the government 
is counting on a revival of consumption in the latter half of the 
year. 


U.S./Austrian trade has reflected the state of both economies, 

After increasing impressively in 1974, trade has fallen off this 
year. U.S. exports to Austria, however, have an enormous competi- 
tive advantage due to the 30% devaluation of the dollar vis-a-vis 
the schilling in recent years. Since there is no assurance that 
this favorable condition will last indefinitely, however, U.S, firms 
should step up activities in this market now. Recent Embassy 
promotions demonstrate that American products, in terms of quality 
and price, have wide appeal. 


U.S. firms should also take advantage of the unique facilities Vienna 
offers for developing trade with Eastern Europe, The U.S. East-West 
Trade Center in Vienna and the presence here of nine U.S. banks should 


facilitate U.S, trade promotion efforts in both Austria:and Eastern 
Europe, 


CURRENT ECONCMIC SITUATION AND TRENDS 


After a seven year boom, the Austrian economy has begun to decelerate, 
The economy's performance in 1974 was remarkably good, especially con- 
sidering the recessionary trends in other countries, The real growth 
rate was 4.5%, the number of employed reached an all-time high, 
unemployment was practically non-existent, and imports and exports 
recorded unprecedented increases. Even tourism, which had shown some 
weakness since the summer of 1973, rebounded strongly by the end of 
the year, 
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A review of last year's developments by quarters however reveals that 
the economy began to slow down around mid-year, The real growth rate 
in the first quarter of 1974 was 8% above the comparable period of the 
previous year; this rate declined in the fourth quarter to 1% over the 
same quarter in 1973, Thé recession in major Western economies - 
particularly in West Germany, which alone accounts for 20% of Austria's 
exports - inevitably, although with some time lags, affected demand for 
Austrian goods, 


Exports, although scoring a 31% increase in 1974, began to fall off 
markedly in the last quarter, and imports which had increased 22% last 
year, followed a similar trend. Figures for the first quarter of this 
year reveal that exports in nominal terms actually declined very slightly 
(0.2%), while imports fell considerably (by 4%) from the unusually high 
figures attained in the first quarter of 1974, Declining external 

demand was reinforced in some cases by unfavorable exchange rates which 
further handicapped exports to Italy, the UK and the U.S. 


Recession abroad not only weakened demand for Austrian goods; it also 
generated a mood of uncertainty within the country which made both firma 
and consumers more cautious in buying and investment plans, Inflation 
(at about 10%) aggravated these factors, Thus, internal demand turned 
Sluggish. While this had been foreseen, it was expected that the 
combined effects of reduced income and wage taxes (which took effect 
January 1 of this year), together with sizeable wage increases, would 
stimulate domestic consumption to compensate for falling export demand, 
Thus far, however, demand has not revived, and the consumer is saving 
more and spending less, Government revenues from turnover and other 
consumption taxes have been significantly lower than estimates, 
reflecting the slow-down in the economy generally, Inventories are at 
very high levels, 


The situation varies sharply by sectors, Firms particularly relying on 
the export market, such as bicycles, glassware for jewelry, and apparel, 
have been hard hit, Austria's steel industry is faced with a fall-off 


in foreign orders, and is working considerably below capacities in most 
cases, Sales of durable and non-durable consumer goods are down sub- 
stantially. Textiles, including man-made fibers, clothing, construction 
and suppliers to the construction industry are also experiencing diffi- 
culties. On the other hand, machinery manufacturing remains strong and 
tourism continues to do well, 


Reflecting these trends, the labor market has also begun to weaken some- 
what in recent months. In March, 8,000 workers in some 60 plants 
(mainly in textiles) were on short time, However, unemployment, while 
it has increased slightly, is still negligible at 2% and the number of 
employed at 2.6 million was actually higher by 25,000 in March than a 
year ago. 


Prospects 


It is generally expected that the Austrian economy will not regain its 
buoyancy before the end of the year at the earliest. Given the excessive- 
ly high level of inventories (induced partly by falling demand but also 
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to a large extent by hedge buying by firms which anticipated higher raw 
material prices), some time will be required to work them down, even 

if demand should revive quickly to its former levels, which is not con- 
sidered likely. The Austrian Institute of Economic Research now esti- 
mates real GNP growth this year at 2.5%, This estimate itself is based 
upon an assumption that world economic conditions will stabilize and 
that an upswing will get under way in Germany during the remainder of 
this year. 


There are positive factors at work, The Government, facing national 
elections in October, has recently announced measures to stimulate con- 
struction, investment and exports through increased public expenditures 
at federal and local levels, and stepped up loans to industry at low 
interest rates. To complement these measures, the Austrian National 
Bank has lowered its discount rate from 6.5 to 6%. Whether industry 
will take advantage of these incentives remains to be seen, 


The Government is counting heavily on a revival of private consumption. 
The Institute estimates that private consumption will expand 5% this 
year.due to increased income in the hands of consumers resulting from 
reduced taxes and sizeable wage increases. While the consumers’ 
propensity to save rather than spend shows no signs of lessening, the 
hope is that this shift will occur in the latter half of the year, 

An encouraging indication is that automobile sales have resumed an 
upward trend, 


Inflation remains a major problem, running last year at a rate of about 
10%. Recent figures indicate that price pressures are at last abating 
under the impact of weak demand and falling world commodity prices. 

It is hoped that the rate of inflation can be arrested and brought down 
to about 9% for the year. Wages however, which rose last year about 13%, 
are expected to rise again this year by roughly the same amount, Such 
increases will be in line with the unions’ general aim of raising real 
wages about 3% yearly. Moreover, increases in freight, utility and other 
rates are pending. 


The tourist industry, whose earnings normally compensate for most of 
Austria's traditional trade deficit, is expected to do better than last 
year, as bookings for the coming summer season are above those for last 
summer, The balance of trade should improve as imports are expected to 
grow more slowly than exports, due to lower domestic demand and declining 
prices for imported raw materials, The Institute now estimates the 
growth of Austrian imports at 8.5% and of exports at 11.5% for the year 
as a whole, in nominal terms. In real terms, the corresponding rates 
will be 3% and 3.5%. This result, together with increased capital 
imports, should improve Austria's balance of payments situation and 
increase its reserves, Rumors persist that the schilling, considered 
overvalued in many business quarters, may be devalued - after four 
successive revaluations in the past four years, Although firmly denied, 
a modest devaluation of the schilling could not be ruled out as a boost 
to exports, 


While the Austrian economy is undoubtedly facing some difficulties and 
uneertaii.ties aggravated by the imponderables of the international 
energy situation, it is undeniably in better shape than many Western 
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economies at present. Unemployment at 2% remains minimal; inflation 


is worrisome twt far less so than in many countries; union leadership 
is responsible and Austria remains free of strikes; the growth rate will 
be lower this year than usual, but many economists believe that a few 
years of cooling off is just what the economy needs to eliminate 
inefficiencies, improve competitiveness as well as the quality of goods 
and services, and make possible the early resumption of a soundly 

based growth, 


IMPLICATIONS FOR THE UNITED STATES 


US-Austrian trade has reflected the state of both economies, In 1974, 
trade in both directions continued to expand impressively. Austrian 
exports to the U.S, last year amounted to $249 million, an increase 
of 10% over the previous year, U.S. exports to Austria totalled 


$259 million, an increase of 14,4%, This year, trade in both directions 
has declined. In the first quarter, Austrian exports to the U.S, dropped 
30% as the recession in the U.S, sharply reduced demand. 


U.S. exports have fared better but have reflected the slackening pace 
of the Austrian economy, In the first quarter, U.S, sales to Austria 
declined 12% over the comparable quarter of the previous year, The 
decline was pronounced in non-ferrous ores and tobacco, Grain 
exports to Austria were also down, as an excellent domestic harvest 
cut down the need for imported grains. The result has been that in 
the first quarter the U.S, market share in Austria fell below 3%, 


While the slackening pace of the Austrian economy is one factor in the 
disappointing performance of U.S. suppliers, the fact remains that 

the dollar-schilling exchange rate places U.S, goods at an enormous 
competitive advantage. Since November of last year, the dollar has 
depreciated vis-a-vis the schilling 12%; since January of 1973, the 
dollar has devalued against the schilling almost 30%, Unfortunately, 
U.S. firms have been slow to take advantage of this situation, There 
is no assurance that the favorable exchange rate will last indefinitely, 
which means that U.S, firms would do well to move into this market now, 
while this advantage lasts. A long term factor working against U.S, 
suppliers is the reduction of industrial duties between Austria and the 
9-member European Community. These duties have already been reduced 
60%; by 1977, they will be reduced to zero in most cases, This is an 
added reason for gaining a strong position in the Austrian market as 
quickly as possible, 


There is no doubt that American goods are attractive, both from the stand- 
point of quality and price, The Embassy, in cooperation with the Commerce 
Department, staged an intensive promotion of U,S,. consumer goods in 

April in Graz, Austria's second largest city. Items that did partic- 
ularly well in department store sales included glassware, kitchen 
utensils, hosiery, lingerie, towels, table cloths, cosmetics and 

Bourbon whiskey, Some items were sold out before the end of the 
promotion, The success of this promotion amply demonstrates the appeal 
and competitiveness of U.S. consumer goods, 


This Embassy has repeatedly reported on the potential for U.S, invest- 
ment goods that exists in the Austrian market, The nationalized 
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industries have major multi-million dollar expansion plans for the next 
five years and beyond. It is particularly in this area that the ex- 
change rate advantage is most effective, Major projects planned for 
the next five years include: Production facilities for seemless steel 


pipes, a wire rolling mill, a continuous casting plant, an acryl 
nitrile plant, a center for production of urea, and a number of 
projects aiming at reduction of water and air pollution in the 
Austrian pulp and paper industry, 


In the current fiscal year the Embassy has reported over 200 trade 
opportunities received from Austrian firms, They indicated keen 
interest in a wide variety of U.S. goods particularly the following: 
electronic data processing equipment, business machines, electronic 
components, building materials and construction equipment, industrial 
and scientific instrumentation, pollution control equipment, insti- 
tutional kitchen equipment and a wide variety of other products, 


In addition to the Austrian market, Vienna is an ideal point from 
which to develop markets in neighboring Eastern European countries. 
To assist American firms in exploiting market possibilities in 
Eastern Europe, a U.S, East-West Trade Center was established in 
Vienna in 1973. In addition, nine leading U.S, banks have offices 


in Vienna which provide facilities to U.S. businessmen in both Austria 
and Eastern Europe, 
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